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REF: BONN 21366 

1. SUMMARY: ECONOMIC MINISTRY OFFICIAL CALLS 3.5 PERCENT 
GNP GROWTH FOR 1978 (YEAR OVER YEAR) A VERY AMBITIOUS 
GOAL AND HINTS FRG MAY NOT REACH IT. BOTH OR MEDIOCRE ECONOMIC 
PROSPECTS. END SUMMARY. 
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2. STATE SECRETARY OTTO SCHLECHT OF THE ECONOMIC MINISTRY 
PRESENTED TO THE FRG PUBLIC SECTOR ECONOMIC COUNCIL 
(KONJUNKTURRAT) OF FEDERAL AND STATE ECONOMIC MINISTERS ON 
JANUARY 12 A REAL ECONOMIC GROWTH PROJECTION OF 3.5 
PERCENT, BUT INDICATED THAT THIS WAS AN AMBITIOUS GOAL 
WHICH MIGHT BE DIFFICULT TO ACHIEVE IN 1978 GIVEN 
UNPROMISING DOMESTIC AND FOREIGN CIRCUMSTANCES. FRG 

WILL ESTABLISH OFFICIAL GROWTH TARGETS IN ANNUAL 
ECONOMIC REPORT TO BE ISSUED AT END OF MONTH. FINANCE 
MINISTER APEL IN TELEVISION INTERVIEW ON JANUARY 1 1 IN- 
DICATED THAT HE WAS LEANING TOWARD THREE TO 3.5 
PERCENT FOR 1978. 

3. SCHLECHT NOTES THAT YEAR OVER YEAR GROWTH OF 3.5 
PERCENT FOR 1978 WOULD REQUIRE AN AVERAGE RATE DURING 
THE YEAR OF 4.5 TO 5 PERCENT. (TREND OF GROWTH WAS 
ALMOST FLAT IN 1977). ACCORDING TO THE PRESS SCHLECHT 
SAID THAT THE EXPERTS FELT THAT THAT MUCH ACCELERATION 
IS "NEARLY IMPOSSIBLE". SCHLECHT BLAMED INVESTOR 
HESITANCY, UNCERTAINTY ABOUT WAGE INCREASES, GROWING 
TRADE PROTECTIONISM. AND DOLLAR WEAKNESS FOR THE PRESENT 
GLOOMIER OUTLOOK. 

4. PRESS REPORTS (CONFIRMED BY INTERNAL WORKING PAPER 
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MADE AVAILABLE TO US) ECONOMIC MINISTRY'S GROWTH 
ESTIMATES FOR 1978 AS FOLLOWS. RECENT ESTIMATES 
OF OTHER WELL-KNOWN PROGNOSTICATORS ARE PROVIDED FOR 
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PURPOSES OF COMPARISON. 

REAL PERCENTAGE INCREASE 1978/1977 
ECON MIN ECONOMIC ECONOMIC OECD 1977 
EXPERTS INSTITUTES' (PROVISIONAL) 
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CONSENSUS 

PRIVATE 

CONSUMPTION 3 3 2.5 3.25 3 

GOVERNMENT 

CONSUMPTION 3 3.5 2.5 

INVESTMENT IN 

FIXED ASSETS 5 5 3.5 4 3.5 

(PUBLIC 

INVESTMENT) (6.5) 

(BUSINESS 
INVESTMENT) (5.0) 

(RESIDENTIAL 

CONSTRUCTION)(4.5) 

EXPORTS 5-5.5 5 5.5 - 4.5 

GNP 3.5 3.5 3.0 3.25 2.4 
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CPI DEFLATOR - 3.5 4.0 4.0 3.9 

5. ECONOMIC MINISTRY FORESEES IMPORTS EXPANDING AT A 
MORE RAPID PACE THAN IN 1977 (FIVE PERCENT) AND ALSO 
FASTER THAN EXPORTS IN 1978. THE NET FOREIGN BALANCE, 

IT CLAIMS, WILL NOT INCREASE. 

6. MINISTRY'S WORKING PAPER INDICATES THAT ABOVE 
MENTIONED CONSTRAINTS NARROW VERY TIGHTLY FRG'S 
FREEDOM OF ACTION. IT REJECTS IN PARTICULAR THE VIEW 
THAT THE GERMAN ECONOMY CAN BE A "LOCOMOTIVE" TO OTHER 
LAGGING WESTERN ECONOMIES, ARGUING IN THIS CONNECTION 
THAT THE GERMAN ECONOMY IS MUCH MORE DEPENDENT ON 
EXPORTS THAN THE OTHER TWO OFTEN MENTIONED CANDIDATES 
FOR THAT ROLE, THE U.S. AND JAPAN. 

STOESSEL 

UNCLASSIFIED 
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